Privatization, restructuring and unemployment: the case of Serbia by Stošić, Ivan et al.






























The	aim	of	 this	paper	 is	 to	examine	 the	privatization	and	restructuring	 im‐
pact	on	the	labour	market	in	Serbia	in	the	period	after	2000.		
	














The	paper	 examines	 and	 attempts	 to	 improve	 the	knowledge	 in	 a	 very	 im‐
portant	area	for	Serbia.	Namely,	this	paper	contributes	to	the	overall	percep‐
tion	of	 the	 impact	of	 the	privatization	and	restructuring	have	on	the	 labour	












ed	 75,000	 medium	 and	 large‐sized	 firms	 have	 been	 divested	 around	 the	
world,	 along	 with	 hundreds	 of	 thousands	 of	 small	 business	 units	 (Nellis,	







prior	 to	 privatization,	 the	 welfare	 effects	 of	 privatization,	 the	 post‐
privatization	performances…	
	
There	 are	 several	 excellent	 articles	 that	 discuss	 the	 theory	 of	 privatization	
and	 review	 the	 literature	 (Havrylyshyn	 and	 McGettigan,	 1999)	 including	
Boardman	and	Vining	(1989),	Vickers	and	Yarrow	(1991),	Laffont	and	Tirole	
(1993),	 Sheifer	 (1998),	 Havrylyshyn	 and	McGettigan	 (1999),	 Nellis	 (1999),	
Sheshinski	and	Lopez‐Calva	(1999),	Shirley	and	Walsh	(2000),	and	W.	Meg‐
ginson	and	J.	Netter	(2001).	Many	of	these	authors	stress	the	importance	of	
















The	 evidence	 suggests	 that	 privatization	 succeeds,	 but	 only	 if	 the	 relevant	
institutional	environment	is	in	place:	private	property	rights	protection,	rule‐
of‐law,	 hard	 budget	 constraints,	 competition	 and	 regulation.	 The	 analysis	




level	 impact	 of	 privatization.	 The	 extant	 firm‐level	 empirical	 researches	 on	
the	 change	 in	 productivity	 and	 employment	 around	 the	 world	 (Megginson	
2005)	 show	 that	 privatization	 usually	 results	 in	 increased	 productivity	 but	
also	 leads	 to	a	 reduction	or	no	change	 in	employment.	There	 is	also	strong	
evidence	that	privatization	to	foreign	investors’	results	in	higher	productivity	
gains.	S.	Guriev	and	W.	Megginson	(Guriev	and	Megginson,	2006)	suggest	that	




















ed	 for	 a	 market	 economy	 with	 private	 ownership	 and	 a	 lack	 of	 privately	




Serbian	authors.	Some	of	 them	have	been	 focused	on	 theoretical	aspects	of	








indicates	 that	 privatization	 has	 been	 inefficient	 for	 being	 based	 on	wicked	
access,	whereby	the	stare	 income	was	preferred,	while	the	economic	devel‐
opment	 and	 maintenance	 of	 rate	 of	 employment	 were	 sacrificed.	 M.	 Ko‐




ferred	 on	 some	 effects	 of	 privatization.	 The	 impact	 of	 privatization	 on	 em‐
ployment	 was	 of	 particular	 interest.	 Some	 authors	 (Zubovć	 and	 Domazet,	
2010,	Djukić,	2010)	draw	attention	 to	some	negative	effects	of	privatization	
on	the	labour	market	in	Serbia.	However,	unlike	to	the	practice	in	other	tran‐







research,	 especially	 when	 it	 comes	 to	 solving	 the	 problem	 of	 redundant	




Last	 but	 not	 least,	 the	 paper	 is	 based	 on	 the	 observations	 of	 authors	 who	
have	participated	 in	more	 than	50	cases	of	 enterprise	privatization	and	 re‐










Process	 of	 privatization	 and	 restructuring	 companies	 in	 Serbia	was	 one	 of	
the	 priorities	 since	 the	 beginning	 of	 implementation	 intensive	 transitional	
changes	(in	fact	since	the	beginning	of	2001).		
	















2002	 211	 37.3 318.8 320.1	
2003	 637	 76.9 839.7 319.8	
2004	 237	 38.8 154.1 99.6	
2005	 315	 58.2 349 85.4	
2006	 271	 42.3 231 115.6	
2007	 304	 39.8 394.5 76.4	
2008	 262	 26.2 245.9 61.8	
2009	 93	 9.1 48.8 24.6	
2010	 33	 1.9 18.8 1.2	
2011	 18	 2.4 19 4.3	




The	 privatization	 and	 restructuring	 are	 not	 considered	 a	 goal,	 but	 key	 in‐
strument	that	should	enable	the	completion	of	 transition	 from	socialistic	 to	
market	economy,	 i.e.	 to	enable	efficient	corporate	managing,	dynamical	and	















privatization	 there	were	 no	 visible	 improvements	 of	 performances,	
are	much	higher.	In	a	certain	number	of	enterprises,	the	privatization	
was	mainly	motivated	by	speculative	reasons,	in	the	first	place	by	the	










 In	 some	 privatized	 enterprises	 changes	 were	 mainly	 directed	 to‐
wards	 rationalization	 of	 the	 number	 of	 employees	 and	 transfor‐
mation	 of	 obsolete	 organizational	 structure.	 Activities	 were	 mainly	
directed	 to	 lay‐off	 of	 redundant	 employees,	 and	 most	 often	 less	
skilled	and	administrative	workers	were	left	 jobless.	Thanks	to	that,	
overall	 operating	 costs	 were	 decreased	 and	 productivity	 increased.	





of	 “anatomy	 and	 physiology”	 of	 operating	 analogue	 to	 the	 world	
standards.	 Business	 portfolio	 was	 significantly	 improved	 and	 inno‐









the	 restructuring	model	 as	one	of	 the	alternatives.	The	government	
i.e.	 the	 Privatization	 Agency	 has	 been	 trying	 to	 prepare	 a	 certain	
number	of	once	large	and/or	significant	enterprises	on	local	level	for	
privatization	 and	more	 successful	 business	 operating.	 Key	 strategic	
ways	of	privatization	through	restructuring,	which	can	be	said	to	be	
narrowly	 understood,	 are	 implemented	 through	 the:	 financial	 re‐
structuring	(reducing	 indebtedness),	 labour	restructuring	(downsiz‐






Generally	 observed,	 effects	 of	 firms’	 privatizations	 and	 restructurings	 per‐
formed	 up	 to	 now,	 even	 besides	 certain	 results,	 are	 still	 unsatisfying.	 It	 is	












restructuring	 (so	 called	 surplus	 employees).	 This	 concept	 has	 a	 lot	 of	 defi‐






trade	 unions	 (employees),	 the	 management	 and	 state	 bodies	 (Ministry,	
Agency	for	Privatization).	However,	each	of	stakeholders	in	majority	of	cases	












































solving	 redundancy	 and	 finance	 of	 social	 programmes	 (severance	
payments);	
 In	solving	redundancy,	 the	principle	of	voluntary	 leave	was	prevail‐
ing;	
 Within	offered	models,	a	share	of	redundancy	who	declared	for	sev‐









 Response	of	administrative	employees	 for	voluntary	 leave	was	rela‐
tively	weak;	
 Role	of	representative	 trade	unions	 in	 the	process	of	solving	redun‐
dancy	was	significant;	





 Realized	effects	 in	 labour	 force	 restructuring	 (degree	of	downsizing	
the	 number	 of	 employees	 and	 change	 in	 structure	 of	 employees	 by	
relevant	characteristics)	were	not	the	same	for	all	enterprises;	


























due	 to	 unfavourable	 business	 ambient	 and	 insufficient	 demand	 for	
labour;	
 In	 the	most	unfavourable	position	 in	regard	of	 re‐employment,	 spe‐
cialized	production	personnel	are	(such	as	miners	or	railroad	work‐
ers);	
 Preferences	 of	 redundant	 employees	 for	 self‐employment	 are	 very	
limited,	both	due	 to	affinity	of	persons	who	 lost	 their	 jobs,	and	also	
due	 to	 great	 risk	 of	 investment,	 lack	 of	 own	 capital	 and	 expensive	
bank	funds;	
 Weak	 interest	was	 also	 shown	 for	 the	measure	 «severance	 to	 job»,	










the	 possibility	 to	 give	 their	 opinions	 and	 realize	 their	 interests	




in	 the	 promotion	 and	 implementation	 of	 active	 labour	 market	
measures,	so	that	current	and	future	redundant	employees	could	get	




erances	 and	 pecuniary	 compensations	 were	 main	 instruments	 of	 “solving”	
problems	of	persons	who	lost	their	jobs	in	the	process	of	restructuring,	has	
been	partly	altered	and	supplemented.	Namely,	 it	has	been	shown	that	sev‐
erances	have	been	 relatively	quickly	 spent,	 and	 that	employees	have	 found	
themselves	fast	in	difficult	social	situation.	In	last	3‐4	years	the	efforts	of	the	
Government	 and	 National	 Employment	 Service	 (NES)	 are	 on	 active	 labour	
market	measures,	 firstly	 through	the	dissemination	of	 information,	consult‐
ing	and	contacts	with	employees	who	left	the	enterprises	as	redundant	(ac‐
tive	job	search),	then	through	the	realization	of	numerous	training	and	edu‐
cation	programmes,	 and	 through	 subsidies	 to	 employer	 for	 employment	 of	
defined	categories	of	unemployed	persons	 (trainees,	persons	older	 than	55	
or	who	perform	 jobs	 in	 activities	 of	 significance	 for	 regional	 development)	
and	public	works,	 as	well	 as	programs	 like	 „by	 severance	 to	 job“,	 "the	 first	
















in	real	 terms	and	nearly	doubled.	However,	 these	generally	 favourable	eco‐
nomic	 trends	have	not	 translated	 into	greater	 improvements	within	 the	 la‐






















2002	 16,028	 3,459	 2,709	 2,066	 904	 15.2	
2003	 17,306	 3,418	 2,716	 2,041	 945	 15.8	
2004	 19,026	 3,596	 2,888	 2,050	 970	 22.9	
2005	 20,306	 3,453	 3,002	 2,069	 991	 26.2	
2006	 23,305	 3,323	 3,188	 2,026	 1,011	 24.7	
2007	 28,468	 3,421	 3,115	 2,002	 851	 21.0	
2008	 32,668	 3,267	 3,083	 1,999	 794	 15.8	
2009	 28,883	 3,119	 3,23	 1,889	 812	 17.8	
2010	 29,024	 2,965	 3,352	 1,796	 803	 20.2	






pact	 of	 transition	 changes	 (first	 and	 foremost	 privatization	 and	 restructur‐
ing)	 and	 second,	 the	 negative	 effects	 of	 the	 global	 economic	 crisis.	 The	de‐
cline	in	employment	caused	by	the	global	economic	crisis	was	more	severe	in	















formal	 employment	 contracts	 in	 “old”	 enterprises	 remain	 attached	 to	 their	





Although	 the	 total	 population	 of	working	 age	 (15+)	 has	 declined	 in	 recent	
years,	 the	 number	 of	 economically	 active	 people	 fell	 even	 more	 strongly,	








and	 restructuring	 of	 the	 Serbian	 economy	 staring	 in	 the	 early	 2000s	 has	
changed	the	labour	market.	The	proportion	of	unemployed	people	with	prior	
work	experience	 increased	 from	34%	 in	2000	 to	around	58%	 in	2005,	and	

























It	 is	 difficult	 to	 separate	with	 certainty	 the	 impact	 of	 privatization	 and	 re‐
structuring	on	the	labour	market,	especially	on	employment	and	unemploy‐
ment	trends.	We	tried	to	perform	statistical	study	through	analysis	correla‐





Using	 correlation	 analysis,	 as	 well	 as	 covariance,	 is	 pursued	 to	 investigate	
and	determine	whether	two	variables	have	a	tendency	to	move	together.	The	
results	 and	 the	 descriptive	 statistics	 of	 applied	 direct	 correlation	 analysis	


















Privatization 238.145 245.150 600,985.4 	
Employment 1,980 117.891 130,685.4 0.163	
Unemployment	 881.273 85.652 103,519.8 0.123	
	
Conducted	 statistical	 analysis	 suggests	 that	 there	 is	 significant,	 but	 not	 too	
high,	 correlation	 between	 privatization	 and	 unemployment	 (correlation	
0.493)	and	to	the	certain	extend	unexpectedly	positive	correlation	between	
privatization	and	employment	(0.452).	However,	values	of	statistical	signifi‐
























86%	 in	 the	 privatized	 firms	 where	 the	 purchase	 contracts	 were	 cancelled	
(Analysis	of	privatization	effects).		
	
The	 process	 of	 privatization	 and	 enterprises	 restructuring	 has	 depressing	
impact	on	labour	market	in	Serbia.	Namely,	as	a	consequence	of	the	process	
of	 privatization	 and	 enterprises	 restructuring,	 the	 number	 lay	 off	 workers	
increased.	 Furthermore,	 the	 social	 programs	 in	 companies	 undergoing	 pri‐
vatization	and	restructuring	were	for	a	long	time	mainly	based	on	so‐called	
passive	 labour	market	measures	 and	 poorly	 targeted	 active	 labour	market	
measures	 that	have	been	 inefficient	 in	 terms	of	new	employment	of	 redun‐
dant	employees.	
	
We	 tried	 to	 perform	 statistical	 study	 through	 analysis	 correlation	 between	
privatization	 and	 the	 labour	market	 movements	 in	 order	 to	 separate	 with	












sults	due	to	 fact	a	 large	number	of	persons	who	 lost	a	 job	 in	 the	process	of	







Serbia.	However,	 this	process	 is	not	 yet	 finalized,	 and	privatization	and	 re‐











structural	 changes	 in	 Serbia:	 Strategic	 directions	 for	 economic	 development	
and	harmonization	with	EU	requirements)	and	47009	(European	integrations	
and	social	and	economic	changes	 in	Serbian	economy	on	 the	way	 to	 the	EU),	
financed	by	the	Ministry	of	Education	and	Science	of	the	Republic	of	Serbia.	
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